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This report is one of a series of publications focusing on 
foreign market opportunities for U.S. suppliers. The series 
is made available by the Department of Commerce in co- 
operation with the U.S. Foreign Service-Department of State. 
Most reports are based on research conducted by overseas 
contractors under U.S. Foreign Service supervision or by eco- 
nomic and commercial officers of the Foreign Service or 
Department of Commerce. 


Some of the data in this series is reproduced in its original 
unevaluated form and the distribution of this document does 
not necessarily imply the concurrence of the Department of 
Commerce in the opinions or conclusions contained therein. 


As part of this marketing information program, the Depart- 
ment of Commerce makes available to the U.S. business 
community, on a continuing basis, six types of publications 
and reports. 


1. Global Market Surveys: \In-depth reports covering 20-30 
of the best foreign markets for a single U.S. industry or a 
group of related industries. 


Country Market Sectoral Surveys: |In-depth reports cover- 
ing the most promising U.S. export opportunities in a sin- 
gle foreign country. About 15 leading industrial sectors 
are usually included. 


Overseas Business Reports: Reports that include current 
and detailed marketing information on all of our leading 
trading partners. Most are revised annually. 


Foreign Economic Trend Reports: Annual or semiannual 
reports prepared by the U.S. Foreign Service that cover, 
individually, almost every country in the world. 


Market Research Summaries: Brief market summaries in 
support of overseas trade promotion events organized by 
the Department of Commerce. 


Overseas Export Promotion Calendar: A quarterly sched- 
ule of planned Commerce Department overseas trade pro- 
motional events over the next fifteen-month period. 


To supplement and update the marketing information avail- 
able in this series, and for specific ordering information, we 
suggest that you telephone the nearest Department of Com- 
merce District Office or the Country Marketing Manager re- 
sponsible for the area or areas in which you are interested. 
A directory of these key people and offices is printed on the 
back cover: 
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CAPE VERDE — ECONOMIC TRENDS 


PART A — Current Economic Situation 


SUMMARY: The Gape Verdean economy has suffered severely from drought 
conditions for the past eleven years. The country depends on foreign 
assistance for supplies of staple foods, especially corn. Cape Verde's 
trade deficit for 1976 was about $25.4 million. The country attained 
independence only in 1975 and is still in the process of establishing 
institutions and infrastructure. The political unrest in other former 
Portuguese colonies, notably Angola, has caused an inflow of refugees. 
At the same time, many Portuguese citizens left Cape Verde at the time 
of independence. Many of those who left were skilled or relatively well 
educated. These migrations of people have aggravated the already poor 
employment situation. In several areas unemployment is more than 50 
percent. 


In February 1976 the Government of Cape Verde moved from a rather liberal 
policy of licensing importations, principally consumer goods, to a more 
restrictive policy designed to make more foreign exchange available for 

the import of capital goods, machinery, medicines and development-related 
equipment. The effect of these restrictions has been to reduce considerably 
the importation of foodstuffs, clothing, beverages electrical home 
appliances. The full impact of these restrictions is yet to be felt. 


The outlook for the short term is not bright. Cape Verde will continue to 
depend on relatively large amounts of foreign assistence to feed its people. 
Even with a return of normal rainfall it will take several years for the 
agricultural sector to recover, as at least 60 percent of the livestock 
herds have been slaughtered during the drought and coffee trees and other 
vegetation have died. The population of the islands is increasing at an 
estimated rate of 2.8 percent annually, placing further strains on limited 
resources. The ponulation density is currently about 192 people per square 
mile, one of the highest densities in West Africa. 


Foreign Assistance provides the basis for the continued economic well-being 
of Cape Verde. Major donors include the United States, Netherlands, 

United Kingdom, West Germany and Portugal. Most aid is related to food 

or agriculture. Major U.S. projects include building terraces, dikes and 


dams to control erosion and supplying foodgrains under the PL-480 Program. 
Major U.S. aid projects outside of tne agricultural sector are © water desal- 


ination and electrical generating plants for the island of Sal and for the 
city of Mindelo. USAID rural works programs alone employ nearly 10,000 
workers. Aid from all sources is a key factor in allowing Cape Verde to 
maintain a small surplus in balance of payments. 


Government Budget - for FY-1978 the Government of Cape Verde plans expenditures 
of $63,400,000 azainst revenues of $55,769,000, leaving a projected deficit 

of approximately $7,710,000. However, in past years the Government has been 
able to cover its projected deficiis with contributions from foreign donors. 
This will again be the case in FY-78. 





Of the total budget, $37.5 million, or about 59 percent, is listed as 
contributions from international cooperation. The largest source of locally 
generated revenue is customs duties. 


In the FY-1978 budget 65.9 percent of expenditures are related to develop- 
ment and rural works projects. This compares to 58.2 percent for the same 
sector in the FY-1977 budget. 


Fishing contributes significantly to the foreign exchange earnings of Cape 
Verde. Tuna and lobster as well as other species are caught off the islands. 
There are tuna canneries on Sal, Sao Vincente and Santiago and a lobster 
freezing facility is nearing completion on Sal island. Fish is also 
exported frozen, chilled, smoked and as fish meal. 


Other important exports are bananas and salt. Production of coffee has 
declined drastically in recent years (to less than 90 tons in 1977) as a 
result of the drought. 


Remittances from workers overseas are an important source of foreign ex- 
change. Cape Verdeans have a long tradition of emigrating in search of jobs, 
and many work in Europe and the United States, especially in maritime shipping. 


Industry and mining are not well developed in the islands. There are some 
small industries such as fish canning, flour milling and leather tanning. 
Service industries such as resupplying and refueling ships and airplanes, 
principally at Mindelo and on Sal island, provide some employment and are 

an important source of foreign exchange. Mineral resources are salt from 
brine and pozzalana (a volcanic rock used in cement production). Currently, 

no pozzolana is being produced, but salt is being produced at two solar 

drying pan facilities on Sal island. Large lime deposits, to date unexploited, 
exist on Boa Vista island. 


The Cape Verde Government has great hopes for the expansion and greater use of 
Amilcar Cabral International Airvort on Sal island. Several international 
airlines (i.e., Alitalia, Varig, Pandm, iufthansa and Air France) have 
indicated an interest in using the airport, where usefulness will be enhanced 
by the USAID SAL Desalination and Imnergy project; this project will provide 
the additional energy and water necessary for the construction of hotels 

and other small industries (including lobster fishing) on Sal island. 

The airport is already a major source of foreign exchange earnings ($6.5 
million per year). 





PART B — Implications for the U.S. 


Cooperation and Assistance - Cape Verde will be an aid recipient country 

for the foreseeable future, and the U.S. will continue to be a major donor. 

Opportunities will be generated for American firms in contracts for consult- 
ing services and supply arrangements in aid-related projects. Considerable 

interest has been shown in desalination and non-conventional energy sources 

(wind and solar power). 


Trade - The small size of the Cape Verdean market and the very limited avail- 
ability of foreign exchange will make it difficult for the U.S. to expand 

its market share. Portugal enjoys tariff preference and also provides 
assistance in the form of credits for the purchase of Portuguese products, 
especially food. The shipping route for most goods entering the country is 
via Lisbon, giving Portuguese firms the advantages of tower costs and 
convenient shipping. 


Cave Verde is a member of ECOWAS (Economic Community of West African States) 
and will share in the benefits of economic growth in the region. Development 
within ECOWAS may lead to a lessening of ties to Portugal. 


Investment -— The Government of Cape Verde has not yet developed an investment 
code or priorities. Any proposed investment projects will be assessed on 
their merits. Cape Verde's location on trade routes between Europe and 
Africa and Africa and the Americas, and the pool of relatively well-educated, 
hard-working people, offers potential for processing, assembling and manu- 
facturing industries. As Cape Verde expands and improves its fishing fleet 
and industry, investment opportunities for U.S. firms may develop. 


Sources: 


Boletim Trimestral ce Estatica~Direcgao Geral de Estatistica 
Banco da Cabo Verde sources 
Orcamento: Geral do Estado, 1978 
Interview with Governor of the Bank of Cape Verde 
and Minister of Economic Coordination 


Available by subscription from the Superintendent of Documents 


at , GPO, Washington, D.C. ipti i i 
additional. Single copies, 50 cents, available from Publications ’ oie Go re en eters. 1048 


Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 


ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 


extension. 


Area Extension 


Africa 


Algeria, Libya, Morocco, Tunisia 
Remainder of Africa (except Egypt) 


Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 
Brazil, Argentina, Paraguay and Uruguay 
Mexico, Central America, and Panama 
Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 


5767 
3865 


4504 
$228 
3944 
3848 
2795 
4421 


3646 
$401 
2425 
2522 


$427 
2314 


2995 
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